Motion Picture Association of America 

1600 Eye Street, NW 
Washington, D.C. 20006 

Phone (202) 293-1966 FAX (202) 452-9823 

August 29, 1997 


TO 


COMPANY 
FAX NUMBER 
FROM 

NO. OF PAGES 
Comments 


: Jack Valenti 

GUEST IN YOUR HOTEL - Please 
Deliver 

: Hotel Excelsior Lido - Venice 
: 011 39 41 526 72 76 
: Judy Dickie 
: Five (5) 

: DVD Copy Control Update 


Attached is a copy of the DVD Copy Control Update which 
had been E-mailed to you from Fritz Attaway. Please note 
the E-mail message also from Fritz which is attached. Fritz 
requested that this be faxed to you and it is in the Pouch 
which you will receive on Monday. ### 


IF YOU DO NOT RECEIVE ALL PAGES 
PLEASE CALL (202)293-1966 


Ask for Judy Dickie or Cheri Skewis 
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August 27, 1997 


DVD COPY CONTROL UPDATE 


Readers will recall that our DVD copy control efforts are running on two 
tracks — contractual agreements and legislation. The former relates to a 
Content Scramble System (“CSS”) license which has been negotiated by the 
motion picture (MPAA), consumer electronics (CE) and computer (IT) industries. 
The latter relates to legislation to implement the World Intellectual Property 
Organization (“WIPO”) copyright treaties negotiated in Geneva last December. 

CSS License This is fundamentally an access control (encryption) system 
that conditions access (the ability to decrypt) upon meeting certain 
requirements that prevent copying. 

An “interim” CSS license agreement is in the final stages of negotiation 
among MPAA, CE and IT. This license will be required by all companies that 
use the DVD encryption system developed by Matsushita: software companies 
that use the system to encrypt their content, and hardware companies that 
manufacture devices that can decrypt protected content. The “interim” 
agreement will be administered by Matsushita until a permanent “Licensing 
Entity” is established to administer and enforce CSS Licenses. Negotiations 
among MPAA, CE and IT are currently in progress with regard to the structure 
of this Licensing Entity. It is anticipated that the Entity will be in place by the 
end of this year. 

The CSS License permits licensees to use the Matsushita encryption 
system and obligates licensees to take certain steps to prevent unauthorized 
copying. Chief among these are to insert copy control (Macrovision) data in 
decrypted content sent through an analog output, and to prevent decrypted 
content from being §ent through a digital output until technical means have 
been developed to prevent unauthorized copying. A multi-industry technical 
group (the Copy Protection Technical Working Group, or CPTWG) is working on 
means to embed data (watermark) that will instruct compliant devices not to 
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record protected content, and a system by which compliant devices will require 
an assurance that any device connected to it is also compliant before the 
originating device will transmit a decrypted digital signal. 

The CSS License will be enforced under contract and/or copyright/patent 
law. Any licensee that does not meets its obligations under the License will be 
subject to suit for breach by the Licensor and by content licensees, each of 
which is a third party beneficiary with a right to bring a suit for violation of the 
license. Any unlicensed manufacturer of a device that decrypts will be subject 
to suit for violation of the Matsushita encryption patent, and if unauthorized 
copies result, content owners will have a contributory copyright infringement 
action. 

WIPO Treaty Implementing Legislation Last December treaties were 
negotiated that require member states to enact legislation that protects against 
circumvention of copyright protection technology. Bills were recently 
introduced in the House and Senate to bring U.S. law into compliance with the 
treaties and thus allow the U.S. to ratify them. 

The proposed implementing legislation was the result of intensive 
negotiations among the copyright industries and between the copyright 
industries and equipment manufacturers. The legislation is supported by the 
former (including MPAA) but, despite substantial concessions to the CE and IT 
industries, the proposed legislation is opposed by the consumer electronics and 
computer hardware industries, as well as by library and educational groups 
and on-line service providers. 

The proposed legislation provides both civil and criminal remedies 
against circumvention of technical measures to prevent access (encryption). It 
also provides civil and criminal remedies against the manufacture, distribution 
and provision of products, components and services designed to, or with only 
limited commercially significant purpose or use other than to, circumvent 
technical measurers that either controls access to a work or protects copyrights 
in a work. 

Hearings on these bills are expected in September. As noted above, there 
is substantial opposition. The manufacturer of consumer electronics devices 
and computers contend that the bills would chill technological development 
and subject manufacturers of “legitimate” devices to legal uncertainty. 

Libraries and educators contend that the bills would repeal the first sale 
doctrine by permitting content owners to “lock up” their works. On-line service 
providers contend that the bills must include limitations on infringement 
actions against on-line providers. 
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Because of this substantial opposition, it is unlikely that this legislation 
will be enacted this year, or early next year. It could be-some time before 

legislation works its way through the Congress, and substantial changes are 
likely to occur during the legislative process. 
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Author: Fritz Attaway at MPAA-DC 

Date: 8/27/97 03:15 PM 

Priority: Normal 

TO: Jack Valenti 

CC: Judy Dickie 

Subject: DVD Update 

Message Contents 


Jack -- yesterday you said you wanted a DVD update and I have attached 
a paper I just prepared as the "feature article" in Bill Murray's 
weekly report to member companies . 

Although the CSS License is for all practical purposes "done, " we are 
still dotting i's and crossing t's and it would be premature for you 
to announce to the CEOs that a final agreement has been reached. You 
could either send out the attached update now, or wait a week or two 
to report that a CSS License has been agreed to. 


t 
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